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To Our Shareholders: Your directors take pleasure in submitting 
to you the Twenty-sixth Annual Report of your Company. 


DOMINION DAIRIES LIMITED 


and Subsidiary 


PRESIDENT’S 
REPORT 


1968 was a year of record achievement for your Company. 
Growth was exhibited throughout our operation, producing 
a sound basis for continued improved performance. This 
growth, together with management and technological ad- 
vances, speaks well for the future of your Company. 


Sales of $62,431,000 were the highest ever achieved in 
the Company’s history, $4,889,000 over 1967. Net profit 
for the year, after taxes, was $1,401,000, $164,000 over 
the previous year despite continued increases in material, 
labour and supply costs. Sales and profit increases were due, 
in part, to the introduction of new products and improved 
delivery and production techniques, as well as increased 
advertising and aggressive sales programs. In addition, 
1968 figures included twelve months’ sales and profits of 
Purity Dairies compared with seven months’ in 1967. 


Gratifying sales growth continues to be realized from the 
distribution of our products by independent distributors in 
areas not serviced by our own routes. Availability of our 
products was extended in Ontario and Quebec markets 
through the increase of such distributors in 1968, thereby cre- 
ating additional satisfied consumers of ‘‘Sealtest’’ products. 
Acquisitions from prior years, now fully part of Dominion 
Dairies operations, are also making an important contribu- 
tion to the Company’s sales. 


Earnings per common share rose to $2.67 compared to 
$2.34 in the past year. 


Preferred stock dividends of $1.75 per share, or $56,875, 
were declared for the year 1968. 


Common stock dividends of $.20 per share per quarter 
were declared, for a total common stock dividend for the 
year of $402,928. 


Capital expenditures for 1968 totaled $959,000. The 
major portion of the expenditures was for new, more efficient 
machinery and replacement of automotive equipment, in- 
_ cluding improved delivery vehicles to handle the increasing 
volume. Land for a new depot in London, Ontario, was pur- 
chased and construction will commence in 1969. Milk 
production in London and ice cream production in Windsor 
has ceased. These two large markets are being supplied 
from more efficient plants. 


The District General Management concept was imple- 
mented in 1968 and has achieved good effect. Each 
Dominion Dairies District — Montreal, Toronto, Ottawa, London 
and Windsor — has a highly qualified Manager responsible 
to the President for the operation of his district. 


During 1968, Mr. O. E. Swain resigned from the Board to 
accept the Presidency of Kraft Foods Division of National 
Dairy Products Corporation. Mr. Swain’s contributions on 
behalf of your Company were many and valuable. Mr. R. J. 
Greenwood, President of Kraft Foods Limited (Canada), was 
elected to replace Mr. Swain and is a welcome addition to 
our Board. 


Also during 1968, Mr. J. E. Peterson was elected Comp- 
troller, and Mr. E. G. Mack was elected Secretary, of the 
Company. 


Mr. M. H. Stewart, Vice-President, who loyally served for 
forty-one years with the Company, has retired, effective 
January 31, 1969 in accordance with the Company's retire- 
ment policy. The directors, his fellow officers and colleagues 
regret his leaving and wish him every enjoyment in his 
retirement. 


Your directors and the Company officers wish to thank all 
of the employees, suppliers and customers whose co- 
operation and support have made possible the fine results 
achieved in 1968. 


Lom 


J. M. Steiner, President 


Current assets: 


Inventories, at the lower of cost or market (Note 2) — 


Products and materials 


SUP POS a. x cesnnpicswoschaatccnpelte evs Stn sets sue Reena Peri ae NO GEE OER Ee Cee ne er 


Total current assets 


Miscellaneous deposits and receivables 


Plant and equipment, at cost (Note 7): 


Buildings.......... 


Machinery and equipment. 


Less — Accumulated depreciation 


Prepaid and deferred items... 


Goodwill and customer lists, at cost 


DOMINION DAIRIES LIMITEL 


CONSOLIDATED 


ASSETS 


APPROVED by the Board 


“J.R. Edwards” 


“J. M. Steiner” 


Dec. 28 
1968 


$ 86,368 


$ 3,487,734 
313,981 


$ 3,801,715 


$ 784,616 
631,381 


$ 1,415,997 


$ 5,304,080 


$ 483,216 


$ 1,242,008 
4,747,168 
14,303,194 


$20,292,370 


11,162,455 


$ 9,129,915 
$ 144,257 
$ 2,601,737 


$17,663,205 


Dec. 30 
1967 


$ 479,143 


$ 3,664,994 
310,290 


$ 3,975,284 


$ 854,094 
595,881 


$ 1,449,975 


$ 5,904,402 


$ 321,423 


$ 1,224,972 
5,114,917 
15,834,188 


$22,174,077 


12,310,196 


$ 9,863,881 
$ 117,780 
$ 2,601,737 


$18,809,223 


AND SU 


BALANCE SHEETS 


BSIDIARY 


LIABILITIES 

Current liabilities: 
PECOUnIsspay.able dandaccruedilabilitiessas.c.cciccrncccat cee ocr eee eteseeoh a ncasse p caeacdused e vemaneasuntmiasucturwons 
DRT ORCI LCE CRCOMP OMS teers Ore ite arte ace. cre ny ataserircmae neces erauhe nats ene tlic Bose cae ase meme weedeat 
IDI RAC CGY FS [EXC RAST OLS 5 sameedo nase coebacues moda ae toer Jeep ac Scaneieg a5" co gone DEeE sce ene: aS Ceetes aca a ea Cee ne aan 
Wnredeemed| tickets and salesmenis: d Op Sits... coins orerteeares aneasadwanraraecrunctreonetnannretinwntuecd ewmetexannaes 
RECOIL CLK © SOeRames ety aaa eed te aang ot aac neanl ah SORE cae ond saeebeak aes Met Em ees BET oe oso ktnn tote concessions 

MOUCHECUNKEN MIN OUICS an eee terete terete see ete cr irres err hee Re Ee ory Re nace ; 
Long-term debt (Note 3): 
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Deferred executive COMPEMSATION 22... ccccce cece ccc eeeevcceeeeeesereueteeeeevsseeececseseeeres 
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Capital stock and earned surplus: 


Capital stock — 


5% Non-cumulative, voting, preferred shares of $35.00 par value, redeemable at $37.50 
(authorized 40,000 shares; issued and outstanding 32,500 shares) ...........0..cccccccccseeeeeeeees 


Common shares of no par value 
(authorized 1,500,000 shares; issued and outstanding 503,659 shares)..............0......... 


Earned surplus, perraccompanying statements inc cco. sas, Soa est cvs cs beni soos avoonte peawee de esses sevaiwesetowr. 


The accompanying notes are an integral part of these financial statements. 


Dec. 28 
1968 


$ 4,652,040 
85,367 
100,732 
162,524 
993,300 


$ 5,993,963 


$ 1,300,000 


1,300,000 


af 


$ 88,958 


$ 413,000 


$ 1,137,500 


1,742,406 


$ 2,879,906 


6,987,378 


$ 9,867,284 


$17,663,205 


Dec. 30 
1967 


$ 4,862,198 
112,431 
13,975 
206,862 
779,168 


$ 5,974,634 


$ 1,900,000 
1,391,224 


$ 3,291,224 


$ 101,667 


$ 516,000 


$ 1,137,500 


1,742,406 


$ 2,879,906 


6,045,792 


$ 8,925,698 


$18,809,223 


DOMINION DAIRIES LIMITED 


and Subsidiary 


CONSOLIDATED STATEMENTS OF 


INCOME 


ING Sal eS icicle Fee Ee aC ERC Cn eS ee 


Costs and expenses: 
Costs of goods sold 
Selling and delivery expense 


General and administrative expense 


Other charges sie tsa eco ed saa eea tic cace ae ce ee cena ee ec 


Income before provision for income taxes 


Provision for income taxes (Note 4) 


Net income for the year 


Income per common share, after dividends on preferred shares 


The accompanying notes are an integral part of these financial statements. 


Balance, beginning of fiscal year 


Net income for the year 


Dividends: 


PRO TONC SG 2 Si cauls nou bros caret seats eats ca taseeke a ttoeeat oro Ree ae eA IRS Cts Sete Sea a Nan 


OETA ORR eas ech eases siew cu hue SER le RR oe bre oe ee tener ce ee ee 


The accompanying notes are an integral part of these financial statements. 


52 WEEKS ENDED 


Dec. 28 
1968 


$62,431,798 


$45,390,900 
11,655,937 
2,309,938 
111,834 


$59,468,609 


$ 2,963,189 
1,561,800 


$ 1,401,389 


$2.67 


CONSOLIDATED STATEMENTS OF EARNED SURPLUS 


Dec. 30 
1967 


$57,542,042 


$41,796,418 
10,900,512 
2,125,499 
142,441 


$54,964,870 


$ 2,577,172 
1,340,091 


$ 1,237,081 


$2.34 


52 WEEKS ENDED 


Dec. 28 
1968 


$ 6,045,792 
1,401,389 


$ 7,447,181 


$ 56,875 
402,928 


$ 459,803 
$ 6,987,378 


Dec. 30 
1967 


$ 5,394,428 
1,237,081 


$ 6,631,509 


$ 56,875 
528,842 
$ 585,717 


$ 6,045,792 


CONSOLIDATED STATEMENTS OF SOURCE AND APPLICATION OF FUNDS 


Source of funds: 

PM ERURCOMTe BLOTTING YY C Clipeete re nets fest oh recat nea ERE co ir tna ches Fee one Oi yal deale RO vORR OT sae Iicdevothawtareeaseeamaentse 
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Application of funds: 
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52 WEEKS ENDED 


Dec. 28 Dec. 30 
1968 1967 


$ 1,401,389 
1,436,394 
256,628 


$ 3,094,411 


$ 1,237,081 
1,305,611 
124,878 


$ 2,667,570 


Decrease (Increase) in notes payable to bank... eres 
Increase in miscellaneous deposits and receivables 
Decrease in deferred executive compensation. ....................0ccccccecceeeeeeees 


Increase (Decrease) in prepaid and deferred items...............0.ccccccccccceccesceseessesseseessesevsevsevssveevateseees 


Decrease (Increase) in deferred income taxes. ........cccccccccccccecccsessceeeceseees 


Decrease in working Capital 55, mics csrs- 2 peed ocsonseseae so sesercsckics 


The accompanying notes are an integral part of these financial statements. 


Notes to Consolidated Financial Statements 
1. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the assets and liabilities 
as of December 28, 1968, and December 30, 1967, and the income and ex- 
penses for the fiscal year ended December 28, 1968, and for the seven months 
ended December 30, 1967, of the Company’s subsidiary, The Purity Dairies 
Limited, which was acquired on May 30, 1967. 


2. INVENTORIES 


Cost is determined on an average cost basis. The criteria used in de- 
termining market are replacement cost for supplies and the lower of replace- 
ment cost or net realizable value for products and materials. 


3. LONG-TERM DEBT 


The note payable to parent company, which was due on January 2, 
1969, was renewed in December, 1968, and is now due January 7, 1970. 


4. DEFERRED INCOME TAXES 

The amount of income taxes payable was $1,664,800 on 1968 income 
and $1,257,784 on 1967 income. The difference of $103,000 in 1968 and 
$82,307 in 1967 from the provisions for income taxes shown in the con- 
solidated statements of income resulted primarily from claiming currently 
for income tax purposes capital cost allowances different in amount from 
depreciation recorded in the accounts. 

The aggregate amount of income taxes deferred in these and prior 
years is $413,000 at December 28, 1968, and $516,000 at December 30, 1967, 
and is included in the consolidated balance sheets as Deferred Income Taxes. 


5. COMPANY PENSION PLANS 

The Company and its subsidiary have several pension plans covering 
substantially all of their employees. The Company’s policy is to provide for 
current service costs as such costs are incurred and to amortize and fund past 


$ 459,803 $ 585,717 

959,056 3,209,940 

= 668,407 

600,000 400,000 

212 Men St eae er 1,391,224 (1,391,224) 
161,793 73,663 

Pesan on flee he 12,709 12,708 
26,477 (153,637) 

We te ee 103,000 (263,000) 
$ 3,714,062 $ 3,142,574 

NEE, Se Ae ce $ 619,651 $ 475,004 


service costs over a period of years. The cost of the plans, including the 
amortization of past service costs, was $211,001 in 1968 and $198,398 in 1967. 

Effective January 1, 1968, the Dominion Dairies Limited salaried pension 
plan was amended to extend greater benefits to employees. The revisions 
resulted in an adjustment to past service costs increasing unfunded past 
service costs of all plans to approximately $650,000. 

The unfunded past service pension costs were estimated to be $609,000 
at December 28, 1968, and $460,000 at December 30, 1967, and are being 
amortized over the period to 1989. 


6. STATUTORY INFORMATION 
Included in the accompanying statements are the following items: 
1968 1967 


(a) Directors’ remuneration, including an officer of 


the Company-serving on the Board a> 2,953 5 ba Se ole 
(b) Interest on long-term debt .............cccceccseceeees $ 206,270 $ 209,607 
(elinDepreciatlon: ie.ccc.e nsraknc ee ot eee eee ein sooner $1,436,394 $1,305,611 


7. DEPRECIATION POLICY 

Depreciation charges are generally computed on a straight-line basis 
over estimated useful lives of buildings and estimated composite group lives 
of machinery and equipment. Estimated useful lives for plant and equipment 
by major classes are as follows: 
Buildings — 

[ates Pees eee ae eece EEC ECC PO re ECO 

Leasehold improvements .......:ccccceeeeeeeee 
Machinery and equipment — 

Plant and office 


25 to 33 years 
Over the life of each lease 


17 to 20 years 


Automotive ........... 10 years 
Display cabinets .. 10 to 18 years 
Cans and cases 4 years 


DOMINION DAIRIES LIMITED 


and Subsidiary 


SALES 
COST OF GOODS SOLD 


SALES AND DELIVERY 


$62,431,000 


$45,390,000 


$11,656,000 


$57,542,000 
$41,797,000 
$10,900,000 


FINANCIAL HIGHLIGHTS 


$47,046,000 
$33,766,000 
$ 9,200,000 


$39,740,000 
$28,202,000 
$ 8,034,000 


- $39,638,000 


$28,414,000 
$ 7,938,000 


EXPENSE 


GENERAL, 
ADMINISTRATIVE, and 
OTHER EXPENSE 


$ 2,422,000 $ 2,268,000 $ 1,942,000 $ 1,800,000 $ 1,655,000 


INCOME TAXES $ 1,562,000 $ 1,340,000 $ 1,112,000 $ 886,000 $ 848,000 


NET INCOME $ 1,401,000 $ 1,237,000 $ 1,026,000 $ 818,000 $ 783,000 

NET INCOME PER 
COMMON SHARE 
after taxes and 
dividends paid on 


preferred shares 


$2.67 $2.34 $1.92 $1.51 $1.44 


Auditors’ Report to the Shareholders: 


We have examined the consolidated balance sheets of DOMINION DAIRIES LIMITED (a Canada corporation) AND SUBSIDIARY as of 
December 28, 1968, and December 30, 1967, and the related consolidated statements of income, earned surplus, and source and application 
of funds for the fiscal years then ended. Our examinations were made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheets and consolidated statements of income, earned surplus, and source and 
application of funds present fairly the financial position of Dominion Dairies Limited and Subsidiary as of December 28, 1968, 
and December 30, 1967, and the results of their operations and the source and application of funds for the fiscal years then ended, in 
conformity with generally accepted accounting principles consistently applied during the fiscal years. 


Toronto, Ontario 
February 5, 1969 


ARTHUR ANDERSEN & CO. 


Chartered Accountants 


OUR STORY OF GROWTH 


The story of growth at Dominion Dairies Limited is the story of 
Canadian consumers — their tastes and desires for quality 
dairy products. To succeed in today’s dynamic marketplace, 
a modern business must be constantly aware of what con- 
sumers want and how to sell them products that match their 
needs and income. We have realized our growth through 
attention to these consumers, using the famous “Sealtest”’ 
label on quality products developed and improved through 
the scientific research and expert marketing that has gained 
the ‘‘Sealtest” brand such wide consumer acceptance. 


The “Sealtest” brand stands for quality in dairy products 
... continual improvement in existing products .. . innovative, 
consumer-satisfying new products from a modern dairy 
products research and development centre ... and modern 
marketing and advertising techniques. 


In the field of advertising its dairy products, Dominion 
Dairies Limited knows no peer. Your Company is unique in 
the Canadian dairy industry in its extensive use of television 
advertising to make consumers aware of new “Sealtest” 
products and special ice cream flavour promotions. Our 
point of purchase and store display material has won 
awards — and increasing sales — for years. The strength of 
the organization permits the development of appealing 
advertising by skilled specialists for wide use, achieving sales 
gains at relatively low expense. A single brand, “Sealtest”, 
permits us to concentrate our efforts and make possible 
effective sales-generating advertising; this was not possible 
in the past with a variety of brand names causing a dis- 
persion of advertising efforts at higher costs. 


Excellence in advertising must be matched or exceeded 
by product excellence. Your Company is committed to high 
quality, satisfying dairy products and is most pleased with 
its record. For example, cottage cheese sold under the 
“Sealtest” label is the largest volume of that product sold in 
eastern Canada. The intense television advertising of ice 
cream has made each new flavour an instant success that has 


remained such throughout the offering of the product. 
Quality in advertising, quality in product; together they 
make for satisfied Canadian consumers. 


New products are always exciting. Constant innovation 
demonstrates a company’s awareness of changing consumer 
tastes and ability to meet new needs with satisfying products. 
1968 saw the introduction of “Sealtest” yogurt in attractive 
six-ounce containers with a range of flavours from plain 
through strawberry, orange, pineapple, coffee, spiced 
apple and raspberry. “Light n’Lively” lowfat milk was also 
introduced in several markets. 


1969 will see a continuing stream of new products. The 
“Light n'Lively” line of “Sealtest” products will be extended 
to yogurt and cottage cheese. These additions will allow us to 
offer a range of “Light n’Lively” products from milk to cottage 
cheese to yogurt that will help satisfy the growing consumer 
demand for tasty lowfat dairy products. While per capita 
consumption of dairy products declines in general, con- 
sumption of lowfat dairy products reaches new heights each 
year and your Company continues to hold active leadership 
in this new field. 


During 1969 we shall test the marketing of milk in dis- 
posable, flexible film pouches developed in France. These 
will be sold in units of three one-quart pouches and are 
designed to be placed in a dispenser. Just open the top for 
use, while the remaining pouches stay in the refrigerator, 
sealed and sanitary. 


Also new in 1969 will be dip for snacks and parties that 
has an extended shelflife, remaining available longer in 
more stores. The television commercial for this product is 
excellent and test results indicate generation of high sales. 


“Coffee Swirl’, an edible oil coffee lightener, in pints, 
quarts and individual portions, will be introduced for cus- 
tomers who have a need for such a product. Non-dairy 
fluid products have not realized high sales in Canada; 


however, your Company is prepared to meet this challenge. 


Our Company follows and advocates the Sealtest philosophy in the conduct of 


your business. The results of 1968, and past years, have demonstrated its utility. 


THE ZT/yym@me PHILOSOPHY 


* Sealtest products must deliver consistent, day-in, day-out quality — quality which 
is in line with the price the consumer is asked to pay. 


* Product specifications must be set by the consumer and must be honored rigidly 
and constantly. 


* Sealtest must innovate, must provide new products, new packaging, new food 
ideas, and must test those new ideas rigorously before offering them to retailers 
and consumers. 


* Sealtest must pioneer in cost reduction in all aspects of the business — including 
production formulation, packaging and distribution. 


* Sealtest must provide strong, meaningful advertising to inform consumers and 
maintain high traffic in stores. 


* Sealtest must continue to earn a regular place on retailers’ shelves by possessing 
expert knowledge of the economics of retailing and by offering effective pro- 
grams to assist interested retailers in taking advantage of this knowledge. 


* Sealtest must assist retailers in the field — assist in moving maximum quantities 
of product at productive retail margins. 


Dominion Dairies Limited is a Registered user of “Sealtest’, a 
Registered trade mark of National Dairy Products Corporation 
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